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E.O. 11652: N/A 

TAGS: OCON, NATO, MILI 

SUBJECT: AC/94 PROBLEMS IN LICENSING AND CO-PRODUCTION 

REF: AC/259-D/660 DTD 14 JULY 1978 

SUMMARY: THIS MESSAGE TRANSMITS THE TEXT OF AC/259-D/660 
(ALSO SLUGGED AC/94-D/280) WHICH WILL BE DISCUSSED AT 
NADREPS MEETING ON 24 JUL 78. MISSION HAS PROVIDED COM- 
MENTS FOR SUGGESTED GUIDANCE AS INDICATED WITHIN THE TEXT. 

ACTION REQUESTED: WASHINGTON GUIDANCE BY OOB BRUSSELS 
24 JUL 78. END SUMMARY. 

1. BEGIN TEXT. 

- 14 JULY 1978 AC/295-D/660 

AC/94-D/280 

- CONFERENCE OF NATIONAL ARMAMENTS DIRECTORS 

- NATO INTELLECTUAL PROPERTY GROUP 
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- INTELLECTUAL PROPERTY PROBLEMS IN THE FIELD OF 

- LICENSING AND CO-PRODUCTION FOR THE PURPOSE OF 

- STANDARDIZATION AND INTEROPERABILITY - PARALLEL 

- QUESTIONS 

- NOTE BY THE ASSISTANT SECRETARY GENERAL FOR DEFENCE 

- SUPPORT 
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- THE NATO INTELLECTUAL PROPERTY GROUP (AC/94) HAD BEEN 
INVITED BY THE NADREPS AT THEIR MEETING OF 13TH DECEMBER, 

1976, TO UNDERTAKE A STUDY ON INTELLECTUAL PROPERTY PRO- 
BLEMS IN THE FIELD OF LICENSING AND CO-PRODUCTION FOR THE 
PURPOSE OF STANDARDIZATION AND INTEROPERABILITY. 

- 2. A FIRST INTERIM REPORT ON THIS STUDY (AC/259-D/ 

612; AC/94-D/276) WAS PRESENTED BY AC/94 TO THE CNAD AT 
THEIR 1977 OCTOBER MEETING (AC/259-DS/20, ITEM X). PARA- 
GRAPH 45 OF THIS REPORT LISTED A NUMBER OF FACTORS OUTSIDE 
THE IMMEDIATE FIELD OF INTELLECTUAL PROPERTY RIGHTS, WHICH 
HAD BEEN IDENTIFIED IN THE COURSE OF THE GROUP'S STUDY AND 
WHICH WOULD CONSTITUTE AN OBSTACLE TO STANDARDIZATION. THE 
CNAD WAS INVITED TO DECIDE IF ANY OF THE MATTERS LISTED IN 
THIS PARAGRAPH SHOULD BE STUDIED BY THE AC/94 GROUP OR IN 
ANY OTHER FORUM. 

- 3. WHEN EXAMINING, AT ITS OCTOBER MEETING, THE 
RECOMMENDATIONS PUT FORWARD IN THE INTERIM REPORT. THE CON- 
FERENCE AGREED THAT CONSIDERATION OF THE PROBLEMS LISTED IN 
PARAGRAPH 45 SHOULD BE DEFERRED. ON THE OTHER HAND, THE 
NADREPS WERE INFORMED, AT THEIR MEETING OF 12TH DECEMBER, 

1977 (AC/259-N/258, ITEM III), OF THE AC/94 GROUP'S INTEN- 
TION TO PRESENT THEM WITH A COMPREHENSIVE DESCRIPTION OF 
THESE PROBLEMS SO THAT APPROPRIATE DECISIONS COULD BE TAKEN 
ON PARAGRAPH 45 IN DUE COURSE. THE NADREPS, HOWEVER, 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 USNATO 07076 01 OF 04 201806Z 

REQUESTED THE AC/94 GROUP TO GIVE PRIORITY TO THE PREPARA- 
TION OF NATO GUIDELINES ON THE PRINCIPLES AND PRACTICES 
SET FORTH IN THE INTERIM REPORT. 

- 4. AT ITS FEBRUARY 1978 PLENARY MEETING THE AC/94 
GROUP WAS ABLE, IN COMPLIANCE WITH THESE INSTRUCTIONS, 

TO ESTABLISH THE "NATO GUIDELINES ON INTELLECTUAL PROPERTY 
PRINCIPLES IN THE FIELD OF LICENSING AND CO-PRODUCTION 
FOR THE PURPOSE OF ARMAMENTS STANDARDIZATION OR INTEROPER- 
ABILITY ", THESE GUIDELINES WERE SUBMITTED TO THE CNAD 
(AC/259-D/627; AC/94-D/278 ) AND CONSIDERED AT ITS MEETING 
IN APRIL, 1978 (AC/259-DS/21, ITEM V(D)). 

- 5. IN THE MEANTIME AT ITS LAST PLENARY MEETING IN 
APRIL 1978, THE AC/94 GROUP WAS PRESENTED WITH A PAPER PRE- 
PARED BY THE UNITED KINGDOM REPRESENTATIVE, ELABORATING ON 
EACH ONE OF THE FACTORS LISTED IN PARAGRAPH 45 OF THE FIRST 
INTERIM REPORT, EXPLAINING THEIR IMPORTANCE FOR THE IMPLE- 
MENTATION OF THE FINAL OBJECTIVE, I.E. ENHANCEMENT OF 
STANDARDIZATION AND INTEROPERABILITY. 

- 6. IN CONSIDERING THIS PAPER, THE GROUP NOTED THAT 
NONE OF THESE FACTORS BELONGED TO THE AC/94 UNDER ITS PRE- 
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SENT TERMS OF REFERENCE AND IT WAS FINALLY DECIDED THAT IT 
BE FORWARDED TO THE NADREPS FOR APPROPRIATE ACTION. YOU 
WILL FIND ATTACHED THE ABOVE-MENTIONED LIST OF FACTORS AS 
TRANSMITTED BY THE AC/94 GROUP. 

- 7. THIS DOCUMENT WILL BE PLACED ON THE AGENDA OF ONE 

OF THE FUTURE MEETINGS OF THE NADREPS FOR THEIR CONSIDERA- 
TION. (SIGNED: JOHN B. WALSH) 

ANNEX TO AC/259-D/660:AC/94-D/280 
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- INTELLECTUAL PROPERTY PROBLEMS IN THE FIELD OF 

- LICENSING AND CO-PRODUCTION FOR THE PURPOSE OF 

- STANDARDISATION AND INTEROPERABILITY 

- (ANNEX TO AC/259-D/6 1 2, AC/94-D/276) 

- BRIEF NOTES ON THE FACTORS LISTED AT PARAGRAPH 45 

- (A) DIFFERENCES IN MILITARY EQUIPMENT REQUIREMENTS 

WIDE VARIATIONS IN THE TIMING OF REQUIREMENTS OF 
NATO NATIONS FOR A PARTICULAR DEFENCE ITEM RESULT IN NATIONS 
BEING RELUCTANT TO ENTER INTO JOINT PROGRAMMES FOR RESEARCH, 
DEVELOPMENT OR PRODUCTION OF THE ITEM WITHIN A PRACTICAL 
TIME RANGE. AS A RESULT ONE NATION MAY HAVE A NEED FOR, 

AND DEVELOP AN ITEM YEARS IN ADVANCE OF OTHER NATO NATIONS. 
BY THE TIME OTHER NATIONS HAVE A REQUIREMENT FOR THAT ITEM. 
THE DEVELOPING NATION PROBABLY HAS STANDARDISED ON THE ITEM 
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IT DEVELOPED AND IS UNWILLING TO ADOPT ANY COMPROMISE OR 
OTHER ITEM TO MEET ITS REQUIREMENT. 

COMMENT: THIS ITEM IS ALREADY UNDER CONSIDERA- 
TION IN PAPS STUDY GROUP. NO OTHER ACTION REQUIRED. END 
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COMMENT. 

- (B) RELUCTANCE OF SOME NATIONS TO COMBINE CO- 
PRODUCTION WITH CO-DEVELOPMENT PROGRAMMES 

WHILE THERE IS A WILLINGNESS TO PARTICIPATE IN 
CO-DEVELOPMENT, THERE IS A RELUCTANCE IN SOME CASES TO AGREE 
TO CO-PRODUCTION FOLLOWING CO-DEVELOPMENT. SOME NATIONS 
WISH MANUFACTURE OF THE WHOLE OF THEIR REQUIREMENT TO BE 
UNDERTAKEN BY THEIR OWN FIRMS. 

COMMENT: SHOULD BE CONSIDERED IN TRANSATLANTIC 
DIALOG (TAD) CONTEXT. END COMMENT. 

- (C) DIFFERENCES IN NATIONAL STANDARDS. 

RELUCTANCE ON THE PART OF THE SERVICES OF NATO 
NATIONS TO COMPROMISE NATIONAL STANDARDS HINDERS STANDAR- 
DISATION OF MILITARY EQUIPMENT. 

COMMENT: SHOULD BE CONSIDERED IN THE TAD CON- 
TEXT. END COMMENT. 

- (D) DIFFICULTIES ASSOCIATED WITH MILITARY SECURITY. 

FOR SECURITY REASONS, INFORMATION ABOUT TECH- 
NOLOGY IN PARTICULARLY SENSITIVE FIELDS MAY NOT BE EXPOR- 
TED. DIFFICULTIES NORMALLY ARISE IN LIMITED FIELDS AND 
MAY VARY FROM NATION TO NATION. 

COMMENT: PROBABLY A REFERENCE TO US. ANY 
RELIEF WOULD BE IN CNAD ON CASE-BY-CASE BASIS. END COM- 
MENT. 

- (E) OVER-AVAILABILITY OF INDUSTRIAL CAPACITY. 

UNCLASSIFIED 
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NATIONS TEND TO SUSTAIN THE CAPACITY OF THEIR 
NATIONAL INDUSTRIES BY NATIONAL PROJECTS RATHER THAN 
COLLABORATE WITH OTHER NATIONS. 
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COMMENT: SHOULD BE CONSIDERED IN THE TAD CON- 
TEXT. END COMMENT. 

- (F) "NOT-INVENTED-HERE" SYNDROME. 

THE NOT-INVENTED-HERE SYNDROME IS AN INTANGIBLE, 

BUT NEVERTHELESS DEFINITE OBSTACLE TO ACHIEVING STAND ARDI 
SATION. WITH OR WITHOUT SOUND REASONS, MANY TECHNICAL 
PERSONNEL AS WELL AS THE ULTIMATE USERS OF A WEAPON HAVE 
A DEEP-SEATED RELUCTANCE TO ADOPT AN ITEM WHICH IS OF 
FOREIGN ORIGIN. THE ELUSIVE NATURE OF THIS ATTITUDE AND 
THE FACT THAT IT IS USUALLY UNVOICED MAKES IT A PARTI- 
CULARLY INSIDUOUS OBSTACLE TO STANDARDISATION. 

COMMENT: RECOMMEND NO ACTION. END COMMENT. 

- (G) BALANCE OF PAYMENTS REQUIREMENTS. 

MOST NATIONS REQUIRE THAT ANY IMBALANCE OF CROSS 
BORDER GOLD FLOW BE KEPT TO A MINIMUM. THIS CONFLICTS 
WITH NATIONAL REQUIREMENTS FOR SHARED. GUARANTEED, OR CO- 
PRODUCTION AND THE INFEASIBILITY OF PRODUCING AN ITEM IN 
SOME NATIONS BECAUSE OF LOW REQUIREMENTS. 

COMMENT: SHOULD PROBABLY BE DISCUSSED IN TAD 
CONTEXT. END COMMENT. 

- (H) TRANSPORTATION. DUTIES, CUSTOMS AND SPECIAL 
TAXES. 
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IN THE CO-PRODUCTION OR SALE OF MILITARY HARD- 
WARE TO OTHER NATO NATIONS, TRANSPORTATION COSTS, PARTICUL- 
ARLY BETWEEN NORTH AMERICAN AND EUROPEAN COUNTRIES COULD 
BE A FACTOR IN RAISING THE COST OF THE EQUIPMENT AND THUS 
DECREASE ANY INCENTIVE FOR EUROPEAN COUNTRIES TO PROCURE 
FROM NORTH AMERICA AND VICE VERSA. MOST COUNTRIES ALSO 
IMPOSE DUTIES, CUSTOMS AND OTHER TAXES, WHICH AGAIN WOULD 
INCREASE THE COST OF PROCURING EQUIPMENT FROM OTHER COUN- 
TIRES UNLESS SUCH TAXES ARE WAIVED. 

COMMENT: SHOULD PROBABLY BE DISCUSSED IN TAD 
CONTEXT. END COMMENT. 

- (J) FEARS OF GREATER INDUSTRIAL CAPACITY OF LARGER 
NATIONS. 

SMALLER NATIONS ARE RELUCTANT TO COLLABORATE WITH 
LARGER NATIONS IN CASE THEIR INDUSTRIES ARE UNABLE TO COM- 
PETE WITH THOSE OF THE LARGER NATIONS. 

COMMENT: RECOMMEND NO ACTION. END COMMENT. 

- (K) LAWS AND REGULATIONS CONCERNING LABOUR, MINORI- 
TIES, ECONOMICALLY DEPRESSED AREAS, SMALL BUSINESSES. 
UNCLASSIFIED 
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SOME NATO NATIONS HAVE LAWS AND REGULATIONS 
REQUIRING THAT PROCUREMENT CONTRACTS BE PLACED WITH FIRMS 
IN ECONOMICALLY DEPRESSED AREAS AND THAT MINORITY AND OTHER 
GROUPS BE GIVEN AN INCREASED OPPORTUNITY TO ACHIEVE FULL 
AND EQUAL EMPLOYMENT. SOME OF THESE LAWS AND REGULATIONS 
MAY HINDER OR PREVENT CO-PRODUCTION OR SHARED PRODUCTION. 

COMMENT: CLEARLY A REFERENCE TO US. SHOULD PROB 
ABLY BE DISCUSSED IN TAD CONTEXT. END COMMENT. 

- (L) REQUIREMENTS FOR COMPETITIVE PROCUREMENT. 

NATIONAL LAWS AND REGULATIONS OF SOME NATIONS 
REQUIRE THAT TO THE MAXIMUM EXTENT FEASIBLE, ALL PROCURE- 
MENT BE MADE ON THE BASIS OF FREE AND OPEN COMPETITION. 

THESE PROVISIONS WOULD APPLY TO THE FIRMS OF OTHER NATIONS 
WHO WOULD BE REQUIRED TO COMPETE WITH INDUSTRIES OF THE 
PROCURING NATIONS. DIFFERENCES IN LABOUR COSTS, CAPACITY 
OF PRODUCTION LINES, TRANSPORTATION COSTS, AND OTHER FAC- 
TORS WOULD ACT TO DETER SHARED OR CO-PRODUCTION. 

COMMENT: SHOULD PROBABLY BE DISCUSSED IN TAD 
CONTEXT. END COMMENT. 

- (M) PREFERENCE FOR THE USE OF NATIONAL FLAG CAR- 
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RIERS. 

NATIONAL LAWS REQUIRING THE USE OF SHIPS AND AIR- 
CRAFT OWNED BY ITS NATIONALS MAY ACT AS A DETERRENT IN THE 
INTERNATIONAL FLOW OF EQUIPMENT, PARTICULARLY IN THOSE 
CASES WHERE HEAVY EQUIPMENT OR LARGE PROCUREMENTS ARE 
INVOLVED. 
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COMMENT: RECOMMEND NO ACTION. END COMMENT. 

- (N) APPLICATION OF NATIONAL CONTRACT CONDITIONS TO 
CONTRACTS WITH FOREIGN FIRMS. 

CONTRACT CONDITIONS ARE OFTEN DESIGNED FOR DOMES- 
TIC CIRCUMSTANCES AND ARE INAPPROPRIATE FOR APPLICATION TO 
FOREIGN FIRMS. THE CONTRACTING PROCEDURES OF ONE NATION 
ARE COMPLETELY STRANGE TO FIRMS OF ANOTHER NATION WHICH 
PUTS THOSE FIRMS AT A DISADVANTAGE WITH FIRMS OF THE CON- 
TRACTING NATION. 

COMMENT: SHOULD PROBABLY BE WORKED IN AC/94 
STUDY GROUP ON LICENSING AND COPRODUCTION WITH EXPANDED 
TERMS OF REFERENCE. END COMMENT. 

- (O) EXAMINATION OF BOOKS AND RECORDS OF FOREIGN 
FIRMS. 

PROCUREMENT REGULATIONS OF SOME COUNTRIES REQUIRE 
THAT GOVERNMENT PERSONNEL HAVE THE RIGHT TO EXAMINE THE 
BOOKS AND RECORDS OF ITS CONTRACTORS. SOME COUNTRIES 
REFUSE TO PERMIT SUCH EXAMINATION AND MOST INDUSTRIES ARE 
RELUCTANT TO PERMIT OUTSIDERS TO HAVE ACCESS TO THEIR 
RECORDS. THESE REGULATIONS MAY PRESENT DIFFICULTIES WHERE 
ONE NATION PROCURES FROM THE INDUSTRY OF ANOTHER NATION. 

COMMENT: POSSIBLE EXCEPTIONS TO THESE REGULATIONS 
COULD BE DISCUSSED IN TAD. END COMMENT. 

- (P) TECHNICAL DIFFICULTIES WHICH PREVENT CRITICAL 
COMPONENTS BEING MANUFACTURED OTHER THAN BY THE DEVELOPER. 

PARTICULARLY IN THE CASE OF COMPLEX WEAPON SYS- 
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TEMS, THE PRODUCTION OF CERTAIN COMPONENTS MAY BE OF SUCH 
A CRITICAL NATURE THAT ONLY THE DEVELOPING ENTITY HAS 
SUFFICIENT EXPERTISE TO PRODUCE THAT COMPONENT. IN SUCH 
CASES, IT IS USUALLY NECESSARY, OR AT LEAST HIGHLY DESIR 
ABLE, TO HAVE THE ITEM PRODUCED BY THE DEVELOPING ENTITY. 

SUCH A SITUATION WOULD CONFLICT WITH NATIONAL REQUIRE- 
MENTS TO PROCURE THROUGH OPEN COMPETITION, NATIONAL REQUIRE- 
MENTS TO HAVE AT LEAST A WAR PRODUCTION LINE CAPABILITY, 

AND OTHER NATIONAL REQUIREMENTS DISCUSSED ABOVE. 

COMMENT: SHOULD BE WORKED IN CNAD ON A CASE-BY- 
CASE BASIS. END COMMENT. 

- (Q) MANAGERIAL AND ADMINISTRATIVE PROBLEMS RELATED 
TO TRANSATLANTIC CO-DEVELOPMENT. 

THE SHEER DISTANCE BETWEEN TRANSATLANTIC CO- 
DEVELOPMENT PROGRAMMES PRESENTS SUBSTANTIAL PROBLEMS FOR 
THE MANAGEMENT AND ADMINISTRATION OF SUCH PROGRAMMES. 

COMMENT: RECOMMEND NO ACTION. END COMMENT. 
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- (R) DIFFICULTIES OF SHARING EQUITABLY ALL RESEARCH. 
DEVELOPMENT AND PRODUCTION WORK BETWEEN COUNTRIES. 

WORK-SHARING IS OF MAJOR CONCERN TO ALL NATIONS 
AND PRESENTS MANY TECHNICAL DIFFICULTIES IN DEVISING 
ARRANGEMENTS WHICH WILL SATISFY ALL PARTICIPANTS IN A 
COLLABORATIVE PROGRAMME. 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


COMMENT: SHOULD BE CONSIDERED IN TAD CONTEXT. 

END COMMENT. 

END TEXT. 

2. COMMENT: CLEARLY SEVERAL OF THE ABOVE TOPICS (E.G., 
NOT-INVENTED-HERE SYNDROME) CANNOT BE SOLVED BY ANY NATO 
BODY AND SHOULD BE SET ASIDE. OTHERS ARE CLOSELY RELATED 
TO TAD, ARE OBSTACLES TO COOPERATION, AND REPRESENTATIVES 
OF IEPG NATIONS MAY SUGGEST THEY WOULD BE APPROPRIATE FOR 
AD HOC WORKING GROUP 1 ON OBSTACLES WHICH IEPG HAS PRO- 
POSED. WE WOULD PROPOSE TO DEFLECT ANY SUCH SUGGESTIONS 
BY REFERRING TOPICS TO DEP NADS IN TAD AT SOME FUTURE 
MEETING. END COMMENT. BENNETT 
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